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Objective: As the global economic landscape continues to evolve, the
interplay between economic drivers and corporate decision-making has been
the focus of extensive academic research. Among the many factors shaping
this landscape, economic policy uncertainty has a profound impact on
corporate behavior, investment dynamics, and broader economic impacts.The
aim of this study is to investigate the role of corporate social responsibility in
economic policy uncertainty and green innovation.

Method: To test the research hypotheses, financial information from 167
companies (1336 company-year observations) listed on the Tehran Stock
Exchange between 2016 and 2023 was used. After measuring the research
variables, multivariate linear regression analysis was used to test the research
hypotheses.

Results: The results of the study indicate that economic policy uncertainty
leads to a decrease in green innovation. Also, corporate social responsibility
disclosure leads to a weakening of the relationship between economic policy
uncertainty and green innovation.

Conclusion: With the progress of building an ecological civilization and the
strengthening of people's environmental awareness, China's traditional
manufacturing industry is facing the challenges of green transformation and
upgrading. As the main body for promoting the process of industrialization
and modernization, the manufacturing industry forms the backbone of the
implementation of innovation-driven development. It is very important for
manufacturing enterprises to invest in green technology innovations to
promote green development.
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Introduction

As the global economic landscape continues to evolve, the interplay between economic
drivers and corporate decision-making has been the focus of extensive academic research.
Among the many factors shaping this landscape, economic policy uncertainty has a profound
impact on corporate behavior, investment dynamics, and broader economic impacts. At the
same time, the beginning of the 21st century has seen a significant increase in environmental
awareness, encouraging businesses to evaluate and plan their strategies and actions in light of
broader social and environmental goals. According to risk aversion theory, increased economic
policy uncertainty can exacerbate the sense of ambiguity and reinforce information asymmetry,
which complicates managerial foresight about impending economic conditions and thus
undermines decision-makers’ confidence (Bianchi et al, 2018). Furthermore, investments
focused on green innovation, characterized by their distinct long-term horizons, have distinct
externalities. The illiquidity and reduced returnability of assets in such investments raise
concerns. Consequently, in an environment of increased uncertainty, prudence may dictate a
managerial bias toward limiting green technology investments to reduce operational risks.
However, the resource-based perspective offers a contrasting view. The aim of this study is to
investigate the role of corporate social responsibility in economic policy uncertainty and green
innovation..

Method

The present study is considered to be of the applied type in terms of its purpose; the purpose
of applied research is to gain the understanding or knowledge necessary to determine a tool by
which a specific need in the real world can be met. Because the data was collected systematically
and the data analysis was carried out using statistical methods, this research is classified as a
quantitative research in terms of the implementation process and is of the correlation type based
on the method and nature because the research seeks to determine the type and intensity of the
relationship between variables. It is also considered longitudinal and retrospective in terms of
time because past observations are examined to identify and analyze possible relationships and
causes. The reasoning logic of this research is also inductive because the results of the research
are generalized to the entire statistical population by accepting a percentage of error and
probability by assuming constant environmental conditions. To test the research hypotheses,
financial information from 167 companies (1336 company-year observations) listed on the
Tehran Stock Exchange between 2016 and 2023 was used. After measuring the research
variables, multivariate linear regression analysis was used to test the research hypotheses.

Results

The results obtained can be argued that, in accordance with the risk aversion theory,
increasing economic policy uncertainty may increase uncertainty and strengthen information
asymmetry, which complicates managerial foresight about imminent economic conditions and
thus weakens decision-makers’ confidence. In addition, green innovation investments, which
are characterized by their own long-term horizons, have different externalities. The illiquidity
and low return on assets in such investments raise concerns. Consequently, in an environment
of increasing uncertainty, prudence may guide managerial tendencies towards limiting green
technology investments to reduce operational risks. Since the second hypothesis of the study
claims that corporate social responsibility moderates the relationship between economic policy
uncertainty and green innovation. The results obtained from the regression test confirm the
interactive effect of social responsibility on the relationship between economic policy
uncertainty and green innovation. The results obtained can be argued as follows: In an
emerging business environment, the true embodiment of corporate social responsibility
involves a company’s commitment to three principles: environmental, social, and governance.
Such loyalty can act as a shield against the silence created by economic policy uncertainty,
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meaning that companies with strong social responsibility commitments are less likely to pay
attention to environmental changes in formulating their green guidelines. Together, through the
lens of corporate financial behavior, it is suggested that organizations can use green
investments as a strategic signaling channel amidst uncertainty, demonstrating their leadership
and being able to introduce sustainable behavior. The results of the study indicate that
economic policy uncertainty leads to a decrease in green innovation. Also, corporate social
responsibility disclosure leads to a strengthening of the relationship between economic policy
uncertainty and green innovation.

Conclusions

In an evolving business environment, a true embodiment of CSR encompasses a company’s
commitment to the three pillars of environmental, social, and governance. Such loyalty can act
as a bulwark against the silence of economic policy uncertainty, meaning that companies with
strong CSR commitments may be less constrained by economic policy uncertainty in charting
their green course. In addition, through the prism of corporate financial behavior, there is the
suggestion that organizations may employ green investments as a strategic signaling conduit
amidst ambiguity, visualizing their progressive and sustainable behaviors to their myriad
stakeholders. This conjecture assumes particular importance for companies deeply embedded
in CSR paradigms. Moreover, given the inherently long-term principles associated with CSR
initiatives, such entities may have an enhanced ability to navigate transitory policy shifts
without abandoning their green sustainability compass. With the progress of building an
ecological civilization and strengthening people's environmental awareness, the traditional
manufacturing industry in the country is facing the challenges of green transformation and
upgrading. Therefore, it is important for manufacturing companies to promote the development
and investment in green technologies in order to enhance the industrialization process and
organizational innovation.
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